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I. INTRODUCTION

CITY OF FAYETTEVILLE
LAND USE AND ECONOMIC
DEVELOPMEN SAN:
MURCHISON ROAD CORRIDOR

FINAL REPORT

This study follows the report “City of Fayetteville Land Use and Economic Development Plan
for the Murchison Road Corridor” prepared by LandDesign, Inc. in partnership with Basile
Baumann Prost Cole & Associates. The Murchison Road corridor as defined in this report and
shown in Exhibit 1, runs from Rowan Street to the south, to the intersection of the planned Outer
Loop or Fort Bragg to the north. It is further defined in Exhibit 1. The LandDesign report shall
be refereed to in this study as the “Development Plan”. It provided among other things, an
analysis of the strengths and weaknesses, a market analysis, and potential uses for nine (9)
“Catalyst Sites” in the Murchison Road corridor. The Catalyst Sites are identified in Exhibit 2.
More details on the recommendations in the Development Plan will be provided in Section I1I.
The objectives of this study are to focus on implementation feasibility. This study will define
specific development concepts based on the recommendations of the Development Plan and
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based on discussions with major land and business owners; to demonstrate economic feasibility
of the recommended concepts; and to define public economic incentives necessary to make the
proposed development attractive to developers.

EXHIBIT 1

This study is a product of tasks performed by Marshall Isler, a real estate development consultant,
pursuant to a Consulting Agreement with the City of Fayetteville. Under the general scope of
services of this agreement, the Consultant provides economic development services to the City of

Fayetteville in support of its downtown development goals. The first task is to work with the
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property owners, community stakeholders, city staff and other city consultants to develop real estate
development concepts and implementation strategies, recruit developers, and structure public-private

partnerships as may be necessary to implement the recommendations of the Development Plan.

Specifically, the Consultant was tasked to address Catalyst Sites #1, #3, and #6 of the nine Catalyst

Sites identified in the in the Development Plan. This Study addresses Concept Formulation and

Feasibility Analysis for the assigned 3 Catalyst Sites.

T

Y
AN

-

Site #1:
Number of Parcels: 9%
Area: 29.7 Arces

Number of Parcels: |9
Ares: 350.8 Arces

Site #9:
Number of Parcels: 16
Area: 286.1 Arces

EXHIBIT 2

Prepared by Marshall Isler, Consultant

The subtasks call for the Consultant to:
1. Prepare inventory of property owners and tax

value for all land in site;

- 2. Identify and meet with key property owners;
i Area: 18.0 Arces
‘fk 3. Determine owners’ feelings on concept
L'\__
‘ : options, and their desire to develop, sell,
Downtown |
Fayecteilie ] participate in development of property, or to
Site #3: .
Number of Parcels: 3 do nothlng;
Arex: 8.8 Arces
Site #4; 4. Identify and assess potential Developer
Number of Parcels: 3
Arex: 6.3 Arces .
interest;
Site #5:
u r reels: 7 .
fo 3 poc 5. Select the concept most desirable by
N o Pk 20 community stakeholders but consistent with
Area: 38.9 Arces
Sico #7: the market and other recommendations of the
\ Number of Parcels: 83 .
- ARRRTEA corridor study; and
6. Identify applicable public and private
financing programs and eligibility

Site M8:

requirements.

7. Evaluate the prospective development
site for selected concept with respect
to land topography, flood plane,
environment, local zoning and

restrictions, access and surrounding area;
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8. Prepare design program consisting of number, size, mix, pricing, and design
characteristics of structures;

9. Work with an architect to prepare conceptual site plans demonstrating size of
structures and parking capacity;

10. Prepare financial analysis consisting of development of hard and soft cost estimates,
development budgets, pro-formas, cash flows, and financing approaches with
potential sources; and

11. Based on the financial analysis, prepare viable financing scenarios illustrating
required gap financing if any, and sources of financing, and an appropriate role for
the city necessary for project feasibility.

12. Prepare final report.
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Il. EXECUTIVE SUMMARY

The three Catalyst Sites addressed in this study contain 134 parcels, of which the Consultant
determined that 76 were crucial to any development efforts. The Consultant interviewed 24
individual property and business owners representing 58 of these parcels. At these meetings the
Consultant reviewed the Development Plan and the potential impact on their property or business. In
nearly all cases there were positive responses to the city’s redevelopment efforts. However several
businesses would have to relocate and must be accommodated in future planning. VV-Point Grocery,
an institution in the southern Murchison Road area (Catalyst Site #1) wishes to stay in the
community and would be interested in participating in any planned shopping center in the area. Paye
Funeral Home also in Catalyst Site #1 would locate on property they already own on Murchison
Road across from Fayetteville State. Businesses in Suburban Mart and the adjoining building at
Jasper Street (Catalyst Site #3) would also have to be accommodated. Due to the planned connector
roads at Murchison and Pamalee (Catalyst Site #6), Weathers Moving and Storage and Adams

Concrete Products would have to move.

The interviews also identified a major property owner in Catalyst Site #6 who is interested in
participating in the development of a shopping center. The Consultant has introduced him to a large
North Carolina shopping center developer who also owns property in the area. The Consultant has

also initiated discussions with other potential developers.

Based on the recommendations on Development Plan, the interviews with affected property owners
and businesses; an evaluation of the physical attributes on the sites, and planned roadway changes;
and technical advice from the Consultant’s Architect, the development concepts in Exhibits 3, 4, and
5 have been prepared. Exhibit 6 is a summary of the proposed projects and required financing.
Collectively the concepts provide a total of 165,460 SF of retail space including accommodating V-
Point Grocery and all the potential displaced businesses at or near Suburban Mart. The Development
Plan projects a short term (5 years) demand of 34,000 SF and an additional 117,000 SF long term

7
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(10 years). The concepts also accommodate the displaced day care near Suburban Mart. The
concepts provide for 45,384 SF of office space as compared to the projected demand of 93,000 SF
short term and an additional 150,000 SF long term. The development concepts include 114
residential units as compared to the projected demand for 110 short term and an additional 135 long
term. While a hotel is projected in the Development Plan as a long term proposition, one has been
included as a carry-over from an earlier aborted project (Fayetteville State Business Park) in the
southern Murchison Road area. In addition to these projects, the development concept for Catalyst
Site #1 includes the clearing of the floodway on the west side of Murchison Road in order to provide

a greenway link between MLK Park and the planned Veteran’s Park.

The Consultant recommends that the initial role of the city be that of a land developer. The city
would acquire property, relocated occupants, demolish and clear sites, and reconstitute parcels for
the purpose of resale to project developers. The estimated acquisition, relocation, and clearing costs
for the development sites including the greenway on the west side of Murchison Road, is $3.6M.
This assumes NCDOT will purchase that portion of Catalyst Site #1in the right-of-way of the

planned bridge and traffic circle construction.

The total value of the projects is about $54.7M requiring a private investment of $5.5M in equity and
$42M in debt. In order to make these projects financially feasible the Consultant recommends city
participation in the form of land purchase loans to developers totaling $243,960, land acquisition
writedowns and grants of $1.3M, and demolition and clearing contribution of $180,000. In addition,
it is proposed that the city make subordinated development loans in the amount of $1.32M for gap
financing for the two shopping centers in Catalyst Sites #1 and #3. Also in these two sites, the
Consultant recommends rent subsidies in the amount of $1.35M for the relocating businesses in
order to ease the transition from existing depressed rents to the market rate rents required to support
the new developments. Likewise, the Consultant recommends second mortgages for the homebuyers
in the total amount of $2.26M to create affordable homes for low and moderate income families.
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The total estimated city investment is $8.5M over a 14 year period with about $5M required during
the first 5 years. In return over a 25 year period, the city will receive $5.9M in loan payments, and
$6M in property taxes for a total of nearly $12M. This plan will also create 646 permanent and 388
full time equivalent construction jobs, and add 44 affordable housing units to the local housing
inventory. It will remove blight and spur the economic redevelopment of the Murchison Road
Corridor.

Prepared by Marshall Isler, Consultant



Murchison Road Corridor Study Implementation

SOEBZ  YNIIOHYD HLYOM ‘JTTM3LLIAYS INED AYMHIVS BOZ —

IEEETELLTAL EEENEETT; VYNITOHYD HLHON ‘I77IA3L13AVA
l INIWNAOTIAIA 133H1LS NYMOY / QVOH NOSIHOHNIN

00Z 008 06 0 FWIS

™

g
ooVl
o0c'eE

-
g

EXHIBIT 3
10

Prepared by Marshall Isler, Consultant



Murchison Road Corridor Study Implementation

ININJOT3IAIA 133HLS H3dSVYr / AvOd NOSIHOYNIA

VNITOHYO HLHON 377IA3LL3AVS

IL\

TUEAY  ARAY TS

]

¥ S

sEsnoMMMoL B

WA

imEw L

EXHIBIT 4

11

Prepared by Marshall Isler, Consultant



Murchison Road Corridor Study Implementation

SOLHT  WNMOWYD HLEON "ITIAILLIAYS 3A180 A¥MuY 4 602

YIivY+ SHINNYId SL1DO3LIHIHY

YNITOHYO HLHON 37171AILLIAVS

A .‘ . ._.zm__zn_o._m_>m__o JAIHA IFVINVC / 8NTO AHLNNOD / "ad NOSIHOHNIN

Holaanned maurira

ST TT T I eo T oo,
LR LLLELILLLL

b ey
=
|

|

avoa NOB I HDW M W

B itiing

EXHIBIT 5

12

Prepared by Marshall Isler, Consultant



Murchison Road Corridor Study Implementation

0z ve 144 SLINN ONISNOH 378VAH044Y
08T 1€ 114 8 14 28 (apeanb3 awii-n) NOILONYLSNOD
Sve 8T ELT 99 4S05z/1re1ey T AN3INYWHE3d
sgor
SLI43N3E ALIO ¥3HLO
A 00°TT SHA 0521 SUA $E0 S¥A 116 S¥A EV'ET s YIN SHA 8T0Z Q0Ig3d AYIA0ITY INFWISIANI
200622 T s| Juevive s ITIVE s 000°002'L S 602€L2'S s €86'L60E S - B 2T0850T___$ NYN134 TVIONVNI AL 1VIOL
zor'6ee'T $|  es9'vor s 268'859 s 005'286'T $ SL8'160T B 69'029 $ 292'668's s ALID
TOSENTY s swmor s vLLSOP'T s 005212’ $ zee'6187 s 002'29'T $ WT06EOT 101
XVL ALY3dOYd TVNNNY
TSE0Y $ 5807 B (HOUNWHOOTING € # 3LIS) 3TvS ANV TYNAISTY
260'896 $ 200962'T s ve0'r9T' s (AINO TVdIONId) SINIWAVA FDVOLION ONZ ¥IANGIWOH
916'988'T s 679'686 $ Se9'0Le' s SINIWAVd NVO ¥3d0TIAIA ALID
SYV3A G¢) NdNL3Y TVIONVNIS ALID
T 980680 S 729'88EC $ 187'86 $ 988'T26'T $ 679'6ELT $ 19008 T S T08'8€5'8 S NOILNEI”IINOD ALID V1OL
260'896 S 000022'T s - $ 200962 s 000057’ $ - s VEO'VES'Y $ s3iaisans w10L
000009 S 000°0SL S 00008€'T S [SX5) AQIS8NS IN3Y INVN3L G3LvD013d
260'896 $ 2009627 s ve0'P9T' $ AQISENS 3OVOLYON AN ¥3ANGIWOH
000'029 B 000'00L $ 000'02€'T s J9VOLHON G3LYNIGHOENS ALID
noyum sa11d ajes pue sBPIg M UoISINbIE UMY BIUBIAHA «
50721 S ¥29'89T'T s 180'86 s 6eg0z s | SSE'TY B 6+9'682 $ 19008’ S 190'709' S NOLLITOW3Q/NOILYOO TR/NOLLISINOY TYLOL
(wei6) 0208 $| @ 279755 s SLE'GES s ‘SINVHOLNMOGILIMM NOILISINOOY
| 000'00T B 000°00T s NOILYO07134 % NOLLITOW3a
(ares pue| fenpisa)) - TGE'0y $| (ueo) zgp'eTs B SV £9°L TIEYSS s NOSIHOMNW/IZASYE
£431IS ISAWVLVD
00008 B 00008 s NOILYO07134 3 NOLLITOW3a
ueib; 18486 § feib) 625202 ¢  (wwopaum) Goe'gee B S9EPPY B SINV49LNMOAILIMM NOLLISINOOY
S0V L00T - $ (30ISHVd) LSYIHLYON Q¥ NOSIHOUNI
(ue0) 6v9'682 $ SV g6 679682 s (NVO1 vZ¥1d) 1SY3HLNOS G NOSIHOMNW
000°05T s 000°05T s NOILYO07134 3 NOLLITON3a
L90'TST'T s | smov sz L90°TST'T s (NOILISINGOY AYMNIZHO) 1SIM Q¥ NOSIHOHNI
SV 6T (100) NOILISINGOY 10308 39aId8
T4 3LIS ISAWVLVO
3NIYA XYL X £'T) NOLLISINOOY ANV
(SUVIA G2) INGWISIANT ALID
090°€62 T s| ebcive s €8E'EV6C s 619T06%T __ $ 00V'876 07 S 1616567 $ 8SVESL_ § LNIWLSIANT FLVARN TVIOL
%sT %91 1140¥4d WILNILOd
%eZ [d %Sz (SIA ST) INJWLSIANI NO NYNL3H TVIINILOd
090'€69'0T $ SOE'EVE'Z $ 82E'SY9'Z $ 6TS'TIST'TT $ VSP'Y19'0T $ 000'009't $ 199'1%0'2y $ 1830 3LVAIYd
000°009 $ £66'CET $ 550'862 $ 000'0SL'E $ 9V6'EEE $ 161'65€ $ T64'SLY'S $ ALIND3
INIWISIANT ILVARID
090°€62 T §|  o8e99st 10028L'Y s 000000ST ___$ 18201821 s 9rr'6r6'S S| 290T0ET s eTLYS _§ AINIWISIANI VIO
$30VdS 02T $30VdS 02T ONDIYVd
$alNS 00T $a1INS 00T TJ3L0H
swun og suun v8 suun vIT SINOHNMOL
S 88¢ $30VdS 002 S30VdS L12 $30VdS 508 ONDIYVd
4S 080'0T 4S 080'0T EEL N [¢]
S 005'28 S v88'L S v8e'sy 301340
45 00T'80T 45 0701 45 009'€E 45 0r2'sST (¥3HLO) VL3
4s 0zL'6 45 02L'6 (A300H9) V13
Y3LN3O ONIddOHS S3WOHNMOL Vzvd s3lins S3WOHNMOL Vzv1d 1sam
I3TVAVd MIN ALISY3AINN ¥3dSvr OONO¥8 3AIsHYvd NYMOY Md "VANIT AHVYIWANS 103roydd
9% E# e# T# T# T# T# 3LIS LSATVLVD

Qd NOSIHOYN HO4 AYVYININNS LNFWLSIANI ALID

EXHIBIT 6

13

Prepared by Marshall Isler, Consultant



Murchison Road Corridor Study Implementation

I11. DEVELOPMENT PLAN CATALYST SITE
RECOMMENDATIONS

CATALYST SITES

The Fayetteville Land Use and Economic Development Plan for the Murchison Road Corridor
(Development Plan) defined nine Catalyst Sites which are shown in Exhibit 6. These sites are
groupings of parcels identified to focus specific redevelopment opportunities. In most cases, these
Catalyst Sites are located at major intersections where existing complementary uses, clusters of
residents, and major vehicular/pedestrian traffic are focused.

The redevelopment criteria and strategy recommended by the Development Plan, are based on the
economic, market and development conditions; an understanding of the physical parameters; and an
analysis of the available economic resources and incentives. The Development Plan established
priorities for the sites based on the type of redevelopment recommended, and the timing of the
market. The resulting three priorities are short term (0-5 years), mid-term (5-10 years) and long-term
(10+ years) project initiation time frames. Although development will most likely occur on multiple
sites simultaneously within the three time frames, it is important to prioritize these sites in order to
coordinate preemptive purchasing options, land assembly, demolition, renovations, etc. It is also
important to prioritize the sites in order to promote equitable redevelopment throughout the
Murchison Road corridor. The Development Plan identifies Catalyst Sites #1, #3, and #6 with the
highest priority that should be pursued in the next 0-5 years. Therefore these are the sites addressed
in this study.

14
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TYPES OF DEVELOPMENT

The Development Plan shows a clear priority for retail development in the short-term, particularly
convenience retail development (grocery stores, restaurants, drug stores, etc.). Not only is there the
most demand for retail, but initial retail development can help generate demand for other uses,
particularly residential and office. The general lack of convenience retail throughout the corridor
itself may be a major factor in precluding other types of development.

Based on the research of the Development Plan,

High Meed/Demand Retail

residential development has fairly strong short-term
Residential

demand. The most immediate opportunity lies in

Moderate NedlDemand Office providing additional rental housing options for students

. Lodging/Hospitality

unable to secure dorm rooms on campus, as well as

commuter students who would consider the option of

Low Need/Demand Industrial

Short Term Mid Term Long Term ||V|ng Closer to CampUS.

Although limited, office space may possess some short-term development potential. The most likely
short-term or mid-term demand for office space is for smaller spaces that provide service functions
(banking, legal services, community services, etc.). In the longer term, when potential opportunities
from the expansion of Fort Bragg and FSU come to fruition, there may be demand for larger-scale
office space that can serve more intensive office users such as R&D companies, defense/security

companies and other larger firms.

Given its general size and scale, the Development Plan concludes that lodging and hospitality would
be reserved for long-term projects, when significant demand will have been generated by subsequent
development, economic development, population growth, and revitalization of the study area. Hotel
development may also become more feasible after 1-295 is completed and resulting office, retail and
residential development has occurred at the north end of the corridor.

15
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Industrial development according to the Development Plan, has very limited demand at the present

time,

and may have limited potential in the future as well. Light industrial uses, mostly related to

defense, security and technology, may have the best potential.

DEVELOPMENT OPPORTUNITIES

Below is a summary of economic development opportunities identified in the Development Plan for

the overall corridor:

M w0 p R

o

10.

11.

12.

Preservation of affordable housing prior to redevelopment to enable increased homeownership
Enhancement/redevelopment of retail along corridor to provide needed retail and Services
Resume/redevelopment of selected, well-located industrial sites

Fort Bragg expansion and revitalization could spur demand for military-related office space
and hotels along corridor

Study area can take advantage of increased traffic flows and changing traffic patterns

Provide area residents with needed retail services

Residential and retail development to provide off-campus living options and capture student
expenditures

Both northern and southern portion can benefit from current and future revitalization efforts
Short-term potential for 24,000 — 34,000 square feet of retail space; long-term potential for an
additional 90,000 — 117,000 square feet

Short-term potential for 80 — 110 residential units; long-term potential for an additional 110 -
135 residential units

Demand for an additional 70-120 residential units due to expected military growth in the
region due to the Fort Bragg expansion

Short-term potential for 50,000 — 93,000 square feet of office space; long-term potential for an
additional 82,000 — 150,000 square feet

16
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IV. CATALYST SITE #1
MURCHISON/ROWAN

SITE LOCATION

Exhibit 7 is a general location map of this site along the Murchison Road corridor which is a major
corridor that connects downtown Fayetteville to Fort Bragg. The site is located at the southern most
end of the corridor and is the gateway to Fayetteville State University to the north, and to downtown
to the south. The western boundary of the site is Cross Creek, and the eastern boundary is a seldom-

used rail line that links downtown Fayetteville to Fort Bragg. The northern boundary is the Martin

Luther King Freeway.
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EXHIBIT 7

Within the next several years, Murchison Road will become the only unsecured north-south corridor
through Fort Bragg. This change will increase vehicular traffic and bring greater visibility to the
area. In addition, major projects have been funded to realign the Rowan Street Bridge, and to add a
Traffic Circle that will connect Murchison Road with Rowan and Bragg Boulevard (see Exhibit 8).

This will significantly change traffic patterns, increase the visibility, and increase the development

17
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potential of the site. In addition, these changes will reduce
the amount of land available for development. Directly to

the south of the site, across the Rowan Street Bridge, will

be the NC State veteran’s Park, which will be a major

tourist destination.

Most of the west side of Murchison Road, which contains
several established businesses and homes, is in the

‘ B floodway of Cross Creek as shown in Exhibit 9. These
QQE,’VE%ER‘TAN, 4 . ¢ businesses includes V-Point Super Market, a 20,000 SF

\

neighborhood grocery store; and Paye Funeral Home.

Because of the floodway, this location poses a threat to the

health and safety to the structures and occupants. Any
EXHIBIT 8 development of this site should include relocation of the
occupants, and development of a greenway park in the floodway. Vick’s Corner and several other
shops located to the southeast end of the site will be displaced by the Rowan Street bridge
construction and therefore are not considered in this study. The balance of the site contains about 12

very old small framed residential units in various stages of disrepair.

W 100yr Flooding - Has BFES (AE) |_ | DFIRM Grid W Whjr Cikes + nchmis
= 100yr Flooding - Floodway (AL} k. R -~ Tansch
g 100yr Floading - No BFES (A) [ Bin Tenibrial Jurisdicions B Pl Gameland, Ferest, Feserves and Open Space

100yr Fload - Velochy Zone (V or VE) ~ Rivers and Sweams
100y r Shallow Fioading (AQ ar AH) B CoastailSounds
[¥ 100yr Future Canditions Floading (X Future} B e = : :l;:
500yr Floading (Shaded X) Sesms (CBFS) s

EXHIBIT 9

= sk Hghwny
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Murchison Road is the heart of the historic Black community and once
contained the Black commercial district. The site is a typical historic
southern Black commercial area that became obsolete as a result of
integration, shopping malls, and the flight to suburbia. Property values
plummeted such that owners could not rationalize the economics of
repair and maintenance. This resultant blight, in a highly visible gateway
to downtown and Fayetteville State University, and adjacent to the new
Veteran’s Park, has become an eye sore and is a clear target for

redevelopment.

Veteran’s Park

DEVELOPMENT PLAN MARKET ANALYSIS AND RECOMMENDATIONS

Based on a market analysis and assessment of the site, the Development Plan recommended the
development of a greenway, mixed-use retail and office, and residential uses. The market analysis
identifies a short-term retail demand for 24,000 — 34,000 SF and a long-term demand for an
additional 90,000 — 117,000 SF; a short term residential demand for 80 — 110 units and a long-term
residential demand for an additional 110 -135 units; and a short term office demand for 50,000 —
93,000 SF and a long term for an additional 82,000 — 150,000 SF. The Development Plan
recommended medium density residential, retail and office use for the east side of the site. It
recommended the development of a new retail center on vacant land across from current VV-Point
Grocery that would serve as the main retail and commercial center for residents of the southern
segment of the Murchison Road corridor.

The retail could be anchored by relocating V-Point from the floodway as well as provide office
space for other area businesses and services. The Plan recommended that the west side which is in
the floodway, be acquired, cleared and dedicated to a greenway along Cross Creek, which would

link Veteran’s Park to the south, and Martin Luther King Park to the north.

19
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PROPERTY/BUSINESS OWNER INTERVIEWS
Exhibit 10 is the inventory of all property, owners, and value of property within the Catalyst Site #1.

Exhibit11 provides an inventory of key property and business owners and a summary of their
reactions to the Development Plan recommendations. Exhibit 12 is a map locating the businesses
and property owners interviewed. It should be noted that the property owners that would be directly
affected by the Rowan Street Bridge realignment and the planned traffic circle were not included;

however they had been contacted earlier relative to the Northwest Gateway project.

The Consultant met individually with 8 property owners representing 32 of the 40 major property
and businesses affected by the plan. The results of the Development Plan were presented. The
Consultant discussed with each property owner the potential impact of the plan on their property or
business. All support the plan and look forward to cleaning up the blight and redeveloping the
community. In general, the property owners on the east side of Murchison road are ready to sell.
Two would consider participating in any proposed development deal. On the west side, the two
major businesses would have to relocate out of the floodway. Both have been institutions in the
community for many years. If their property is purchased, the owners of Paye Funeral Home wish to
relocate to property they own in the 1200 block of Murchison Road across from FSU. V-Point
Grocery would consider moving across the street into a new shopping center if the relocation “made

economic sense”.

20
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EXHIBIT 12
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DEVELOPMENT CONCEPTS RECOMMENDATIONS

Based on the recommendations in the Development Plan, the interviews with property and local
business owners, and the professional opinions of the architect and the consultant, the development
concept presented in Exhibit 3 is recommended for Catalyst Site #1. All agree that any development
of the site would include relocating the occupants, and development of a greenway park in the
floodway. This would link to the present Martin Luther King Park to the north and the Festival Park
to the south.

| -
e W
————

MURCHISON ROAD / ROWAN STREET DEVELOPMENT F LS\
FAYETTEVILLE, NORTH CAROLINA ARcHizEey

EXHIBIT 3
The southeast quadrant of the site concept contains a shopping center which will be referred to as
Rowan Plaza. It has 33,600 SF of general retail and office space, and a 9,720 SF grocery store, with
217 parking spaces; and a 100 suite hotel with120 parking spaces. The northeast quadrant of the site
contains an 84 unit medium density townhome development which will be referred to as Parkside
Townhomes. The west site of Murchison Road which is the flood plain area is cleared for a
greenway along Cross Creek. This concept responds to the market and recommendations contained
in the Development Plan. It also provides a potential home for relocating businesses such as V-Point
Grocery, and it provides mixed income downtown housing in a park setting.
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The Consultant has been approached by a potential hotel developer who is interested in the hotel
site. The developer had previously proposed a hotel as part of the University Business Park concept
sponsored by FSU in 2006. This effort was aborted when FSU decided not to locate its Science and
Technology building on the site. This had been the lynchpin project for the site. All of this was
before finalizing BRAC, Veteran’s Park, the new Rowan Street Bridge, and the proposed traffic
circle. The developer feels that these events and the city’s interest in redeveloping the entire site now
make the hotel feasible. Kingdom Community Development Corporation has expressed interest in

working with local investors to develop the shopping center.

FINANCIAL FEASIBILITY

ACQUISITION
Exhibit 12A provides the inventory and tax values for the four sections of the site. Phase A is the site

for Rowan Plaza. The tax value of the site is $222,807 and when escalated by 30% results in an
estimated acquisition cost of $289,649. Phase B is the site for the Parkside Townhomes. The tax
value is $495,665 with an estimated acquisition cost of $644,364. To this the Consultant has added
$80,000 for demolition and relocation. Phase C is the west side of Murchison Road and has a tax
value of $885,436. The estimated acquisition cost is $1,151,067 to which has been budgeted
$150,000 for demolition and relocation. Phase D is that portion assumed to be purchased by NCDOT
as part of the bridge and traffic circle construction. The total estimated city’s acquisition and
demolition cost is $2,315,080.

It should be noted that the properties are being purchased with structures that will be demolished and
cleared. The site will be reconstituted and sold to the selected developer at an estimated price based
on the tax value of the land plus 30%. The difference between the city’s acquisition price and the
sale price to the developer will be treated as “Acquisition Writedown”. The estimated Acquisition
Writedown for the Parkside Townhomes site is $338,355, and none Rowan the Plaza.
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0437-37-8084

PARCEL SITE ADDRESS
Phase A SHOPPING CENTER
0437-47-1606- 441 GREENSBORO ST
0437-47-1539 GREENSBORO ST
0437-47-1478 GREENSBORO ST
0437-47-2268- 425 GREENSBORO ST
0437-47-2327- 431 GREENSBORO ST
0437-47-2343- 0 GREENSBORO ST
0437-47-2291- 423 GREENSBORO ST
0437-47-3124- 421 GREENSBORO ST
0437-47-3140- 411 GREENSBORO ST
0437-37-9596- 609 BRUNER ST
0437-37-9555- 611 BRUNER ST
0437-37-9503- 613 BRUNER ST
0437-37-8527- 428 MURCHISON RD
0437-37-8543- 426 MURCHISON RD
0437-37-8468- 424 MURCHISON RD
0437-47-0188- 408 MURCHISON RD
0437-37-8483
0437-37-9472- 420 MURCHISON RD
0437-37-9399- 418 MURCHISON RD
0437-47-0315- 416 MURCHISON ST
0437-47-0321- 414 MURCHISON RD
0437-47-0246- 412 MURCHISON RD
0437-38-2055
Phase B TOWNHOMES
0437-38-7539- 0 GREENSBORO ST
0437-38-8318- 541 GREENSBORO ST
0437-38-8244- 521 GREENSBORO ST
0437-38-8155- 517 GREENSBORO ST
0437-38-8035- 0 GREENSBORO ST
0437-37-9917- 511 GREENSBORO ST
0437-37-8723- 0 BRUNER ST
0437-37-7866- 0 DURHAM ST
0437-37-8723 DURHAM ST
0437-47-0902- 507 GREENSBORO ST
0437-47-0865- 0 GREENSBORO ST
0437-47-0769- 501 GREENSBORO ST
0437-38-6564- 610 HUBBARD ST
0437-38-7306- 0 HUBBARD ST
0437-38-5499 HUBBARD ST
0437-38-6207- 621 HUBBARD ST
0437-47-0769
0437-37-9799- 0 BRUNER ST
0437-37-9738- 606 BRUNER ST
0437-38-4393- 536 DURHAM ST
0437-38-5223- 532 DURHAM ST
0437-38-5231- 530 DURHAM ST
0437-38-5217- 534 DURHAM ST
0437-38-5149 DURHAM ST
0437-38-5157- 526 DURHAM ST
0437-38-5173- 524 DURHAM ST
0437-38-6047- 522 DURHAM ST
0437-38-6050- 520 DURHAM ST
0437-37-6964- 518 DURHAM ST
0437-38-4220- 531 DURHAM ST
0437-38-4137- 529 DURHAM ST
0437-38-4154- 527 DURHAM ST
0437-38-4161- 525 DURHAM ST
0437-38-3156- 530 MURCHISON RD
0437-38-3173- 528 MURCHISON RD
0437-38-3180- 526 MURCHISON RD
0437-38-4008- 524 MURCHISON RD
0437-38-4087- 523 DURHAM ST
0437-38-5003- 521 DURHAM ST
0437-38-3271- 532 MURCHISON ST
0437-38-4051- 522 MURCHISON RD
0437-38-4025- 520 MURCHISON RD
0437-37-5924- 516 MURCHISON RD
0437-37-5908- 518 MURCHISON RD
0437-37-5849- 514 MURCHISON RD
0437-37-6717- 500 MURCHISON RD
Phase C GREENWAY
0437-37-3913- 517 MURCHISON RD
0437-37-3872- 511 MURCHISON RD
0437-37-3798- 509 MURCHISON RD
0437-37-4723- 507 MURCHISON RD
0437-37-5509- 501 MURCHISON RD
Phase D ESTIMATED BRIDGE * RIGHT OF
0437-37-8173- 413 MURCHISON RD
0437-37-8097- 411 MURCHISON RD
0437-37-7293- 423 MURCHISON RD
0437-37-8118- 419 MURCHISON RD
0437-47-1035
0437-47-3071- 406 GREENSBORO ST
0437-46-4911 400 GREENSBORO ST
0437-46-2936- 528 ROWAN ST
0437-46-4865 506 ROWAN ST
0437-37-6343- 425 MURCHISON RD
0437-37-7009- 614 ROWAN ST W
0437-37-8009 612 ROWAN ST W

VALUE
Total Tax (Land)
$ 3,500 $ 3,500
$ 3,150 $ 3,150
$ 1,400 $ 1,400
$ 1,750 $ 1,750
3$ 3,500 $ 3,500
$ 3,500 $ 3,500
$ 1,313 $ 1,313
$ 13,374 $ 13,374
$ 12,174 $ 12,174
$ 15,640 $ 15,640
$ 15,640 $ 15,640
$ 15,640 $ 15,640
$ 4,976 $ 4,976
$ 5,687 $ 5,687
$ 4,976 $ 4,976
$ 36,967 $ 36,967
$ 4,265 $ 4,265
$ 14,218 $ 14,218
$ 13,507 $ 13,507
$ 14,218 $ 14,218
$ 13,507 $ 13,507
$ 19,905 $ 19,905
[¢] [¢]
$ 222,807 $ 222,807
$ 1,050 $ 1,050
$ 2,100 $ 2,100
$ 3,500 $ 3,500
3$ 40,269 $ 6,300
$ 3,281 $ 3,281
$ 3,938 $ 3,938
$ 7,000 $ 7,000
$ 7,000 $ 7,000
7000 7000
$ 24,600 $ 3,500
3$ 4,375 $ 4,375
$ 3,500 $ 3,500
3$ 263 $ 263
$ 4,550 $ 4,550
(o] (o]
$ 45,348 $ 3,500
3500 3500
$ 3,500 $ 3,500
$ 3,500 $ 3,500
$ 20,200 $ 3,500
$ 24,300 $ 3,500
$ 875 $ 875
$ 21,200 $ 3,500
175 175
$ 17,900 $ 3,500
$ 3,500 $ 3,500
$ 3,500 $ 3,500
$ 19,800 $ 3,500
$ 20,800 $ 3,500
3$ 875 $ 875
$ 875 $ 875
3$ 875 $ 875
$ 875 $ 875
$ 875 $ 875
$ 875 $ 875
$ 875 $ 875
3$ 875 $ 875
$ 18,200 $ 2,450
$ 21,000 $ 2,450
$ 9,953 $ 9,953
$ 19,447 $ 2,625
$ 21,300 $ 2,625
$ 21,500 $ 2,625
$ 14,698 $ 9,242
$ 7,820 $ 7,820
$ 54,223 $ 12,441
$ 495,665 $ 159,638
$ 406,717 $ 50,474
$ 13,839 $ 13,507
$ 14,929 $ 14,929
$ 24,032 $ 15,640
$ 425919 $ 84,890
$ 885,436 $ 179,440
WAY"
3$ 853 $ 853
$ 4,976 $ 4,976
$ 11,374 $ 11,374
$ 11,374 $ 11,374
$ 44,076 $ 44,076
$ 246,500 $ 36,967
20681 11374
$ 28,436 $ 28,436
$ 71,728 $ 21,327
$ 61,648 $ 61,648
$ 25160 $ 14,218
$ 85,496 $ 12,796
$ - $ -
$ 612,302 $ 259,419

CATALYST # 1 PROPERTY INVENTORY

HneHen BOHPPPRLRPRBLROBGB

ROBPRPROPRRONPPRRRNLRRNBLY HOAROOE & HHOHE LSRR OLLLEG

v P e ¥ Leee

71,498

YR_BUILT
ZONING
(Building)
- RS 1915
- o
- RS o
- RS o
- RS o
- RS o
- c3 o
- c3 o
- c3 1920
- c3 o
- c3 o
- c3 1939
- c3 1939
- cs3 1939
- c3 1948
o
- c3 o
- c3 o
- c3 o
- c3 o
- c3 o
o
- RS o
- RS o
- RS o
33,875 RS 1932
- RS o
- RS o
- RS o
- RS o
0
21,100 RS 1953
- RS
- RS 1915
- RS o
- RS o
o
41,848 R5 1940
o
- RS o
- RS 1940
16,700 RS 1927
20,800 RS 1925
- RS o
17,700 RS 1927
0
14,400 RS 1930
- RS 1935
- RS o
16,300 RS 1920
17,300 RS 1920
- RS o
- RS o
- RS o
- RS o
- RS o
- RS o
- RS o
- RS o
15,750 RS 1946
18,550 R5 1947
- RS 1940
16,822 RS 1946
18,675 C1 1946
18,581 C1 1946
5,456 C1 1946
- c 1930
41,782 C1 1937
6 STRUCTURES
346,198 C1 1969
- o
- c o
8,392 C1 1940
321,608 C1 1950
- ca o
- o
- c3 o
- c3 o
o
205,273 C3 1965
o
- c3 o
47,478
- c3 o
8,919 C3 1963
1966

SIZE
(Lot)

100.00
50.00
190.00
50.00
50.00
50.00
100.00
50.00
50.00
180.00
50.00
50.00
50.00
48.75
48.75
120.00
48.75
43.00
43.00
43.00
43.00
63.00
80.00

105.00
275.00
75.00
91.05
28.00
120.00
180.00
150.00
180.00
50.00
150.00
100.00
50.00
175.50
60.00
95.00
100.00
59.00
50.00
65.00
37.00
18.00
37.00
16.00
34.00
66.00
100.00
50.00
50.00
33.00
33.00
33.00
33.00
30.00
30.00
30.00
30.00
47.18
47.18
40.00
46.80
46.80
46.80
46.80
46.80
307.00

200.00
50.00
50.00
50.00

278.44

95.00
57.50
55.25
55.25
215.68
150.00
50.00
187.50
198.46
309.11
110.00

78.00
108.00

140.00
140.00
140.00
140.00
140.00
140.00
140.00
140.00
140.00

50.00
195.00
195.00

49.00

70.00

70.00
190.94

70.00
200.92
198.00
192.00
191.04
191.04
151.70

78.00
185.00
218.50
256.96
320.00
320.00
130.00
266.00
130.00
140.00
210.00
142.00

78.00
355.00

56.00
308.00
142.00
150.00
150.00

85.00

75.00

75.00

75.00

75.00

75.00

75.00
190.00
141.00
117.00

82.00

79.00

75.00

71.00

82.00

79.00

75.00

71.00

70.35

65.05
165.00

65.05

70.35
109.00
119.50

98.40

85.60

178.00
186.13
194.82
205.21
263.38

75.00
105.00
132.00
132.00
191.65
140.00
140.00
185.00
165.50
263.38

90.00

90.00
45.00

ACRE

0.32
0.16
0.65
0.16
0.17
0.16
0.32
0.16
0.16
0.22
0.22
0.22
0.07
0.08
0.07
0.52
0.06
0.20
0.19
0.20
0.19
0.28
0.15

4.93

0.25
0.66
0.35
0.56
0.59
0.74
0.60
0.70
0.60
0.16
0.26
0.11
0.08
0.73
0.01
0.67
0.11
0.00
0.17
0.15
0.06
0.03
0.06
0.03
0.06
0.11
0.38
0.15
0.12
0.06
0.05
0.05
0.05
0.06
0.05
0.06
0.06
0.07
0.06
0.14
0.08
0.09
0.10
0.13
0.11
0.35

10.07

0.71
0.19
0.21
0.22
1.45

2.78

0.12
0.07
0.16
0.16
0.62
0.52
0.16
0.40
0.30
2.22
0.20

0.18
0.08

5.19
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ROWAN PLAZA

Rowan Plaza is the 43,320 SF shopping center included in the development concept presented in

Exhibit 3. The Consultant recommends that the required land be assembled, purchased and made
ready to be sold to a developer. This includes clearing, relocation as required, and any necessary
environmental remediation. The Development Budget and recommended sources of financing
presented in Exhibit 13, pertain to the project after the city has control and has cleared the site. The
budget (Uses) assumes an acquisition cost based on 130% of the tax value which includes sale
commissions if paid; construction costs based on recent comparables; and typical soft costs for a
project of this size. The Sources of financing the required $5.9M includes a $4.6M First Mortgage.
This is the maximum amount that can be supported by the Cash Flow indicated in Exhibit14, in
order to provide a 1.2 Debt Coverage. Likewise $360,000 is the maximum private Equity the Cash
Flow can support while providing a 15 year Return on Investment of over 25% as indicated in
Exhibit 14. This underwriting criteria and returns are considered reasonable for the risks associated
with a project located in such an unproven redevelopment area. It is recommended that the
remaining “Gap Financing” be provided by the city in the form of a $700,000 Second Mortgage, and
an Acquisition Loan (Purchase Money Note) of about $290,000. Both notes would be at a 2%
interest for 20 years with payments deferred for the first 5 years.
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ROWAN PLAZA CASH FLOW
|
SF RENT TOTAL LEASABLE SI YR1
TOTAL GROSS INCOME (Tenant pays utilities)
BASE RENT (Trend @ 3%)
GROCERY STORE $ 13.00 ISF 9,720 $ 126,360
RETAIL SHOPS (28@1,2( $15.00 ISF 33,600 $ 504,000
43,320 $ 630,360
REIMBURSABLES
INSURANCE $0.60 ISF $ 25,992
PROPERTY TAXES $1.50 ISF $ 65,108
COMMON AREA MAINTENAN $0.75 ISF $ 32,490
TOTAL $ 123,590
TOTAL $ 753,950
VACANCY (15%, 10%, 5%) $ 113,093
EFFECTIVE GROSS INCOME $ 640,858
OPERATING EXPENSES (Trend @ 4%)
INSURANCE $0.60 ISF $ 25,992
PROPERTY TAXES $1.50 /SF $ 65,108
COMMON AREA MAINTENANCE (CAM) $0.75 /SF $ 32,490
TOTAL $ 123,590
NET OPERATING INCOME $ 517,267
DEBT SERVICE 1ST MORT (Bank) $4,600,000 6.75% 20 yrs  $ 425,807
CITY LOAN PAYMENTS $ 989,649 2.0% 20 yrs (DEFERRED FOR 5 Y§
TOTAL DEBT SERVICE $5,589,649 $ 425,807
CASH FLOW $ 30,937
DEBT COVERAGE 1ST MORT 1.21
DEBT COVERAGE 1st & 2nd 1.21
PROPERTY MANAGEMENT 10% BASE RENT $ 53,581
NET CASH FLOW $ (22,644)
EXHIBIT 14
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ROWAN PLAZA INVESTMENT AND RETURN
|
USE (leasable space 90%)

RETAIL (GROCERY) 9,720 SF

RETAIL (OTHER) 33,600 SF

PARKING 217 SPACES

HOTEL 100 Suites

PARKING 120 SPACES
TOTAL INVESTMENT (without Hotel) $ 5,949,446

PRIVATE INVESTMENT

EQUITY $ 359,797
PRIVATE DEBT $ 4,600,000
POTENTIAL RETURN ON INVESTMENT (15 Yrs) 25%

POTENTIAL PROFIT

CITY INVESTMENT (without Hotel) YEAR 1 TOTAL (10 Years) TOTAL (25 Years
CITY ACQUISITION LOAN $ 289,649 $ 289,649 $ 289,649
CITY SECOND MORTGAGE $ 700,000 $ 700,000 $ 700,000
*RELOCATEE'S RENT SUBSIDY ( FOR 25,000 SF) $ 100,000 $ 750,000 $ 750,000
Total City Contribution $1,089,649 $1,739,649 $ 1,739,649
RETURN
CITY LOAN PAYMENTS $ 302,618 $ 1,210,474
ANNUAL PROPERTY TAX
TOTAL $ 65,108 651,080 $ 1,627,700
CITY $ 24,825 248,254 $ 620,634
Total City Return $ 24,825 550,872 1,831,108
JOBS (not including Hotel)
PERMENANT 1 Retail/250SF 212
CONSTRUCTION (Full-Time Equivalent) 46

*$4/SF 1-5 YRS, $2/SF 6-10YRS

EXHIBIT 15
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Exhibit 15 summarizes the private and city investments and returns. Please note that in addition to
the two loans discussed above, it is recommended that the city provide a rent subsidy for relocating
businesses. Because of the existing depressed real estate values and limited market, the existing
businesses are paying depressed rents and can not afford the new rents required to support the new
development. Secondly their relocation will not necessarily for their benefit but that of the city.
Therefore some form of rent subsidy is justified to phase them into the new market rents. The
Consultant recommends a subsidy rate of $4/SF for the first 5 years and $2/SF for the second 5
years. This would average $3/SF over a 10 year phase in period. For this project $750,000 has been
budgeted for this subsidy which will support 25,000 SF of space. This should be sufficient to cover
V-Point Grocery, Vick’s Corner, and the other smaller relocating businesses in the area. Paye
Funeral Home has identified another more appropriate location. It is also assumed that the
Downtown Loan Program and Business Assistance Loan Program will be available for the

individual tenants.

Based on the total 25 year city investment of $1,739,649 in the form of a Second Mortgage,
Purchase Money Note, and rent subsidy; the city should realize in return $1,889,370 in the form of
loan payments and property taxes. In addition, the existing blight will be removed, and 212
permanent and 46 construction jobs will be created.
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PARKSIDE TOWNHOMES
Parkside is the 84 unit residential complex included in the development concept presented in Exhibit

3. Exhibit16 provides a further description, amenities, and features of the units. The development
budget and recommended sources of financing is presented in Exhibit 17. The budget (Uses)
assumes an acquisition cost based on 130% of the tax value which includes commissions if paid,;
construction costs based on recent comparables; and typical soft costs for a project of this size. The
budget also provides for a 16% profit to the developer in addition to 4% for development

administration, and 5% construction contingency.

|| Residential Condo's 84 Units I

2 Story TOWNHOMES, 84 Units
Attached units with garage
42  2Brm/ 2 Bath 1,250 SF
42 3Brm/ 2.5 Bath 1,400 SF

Amenities

Outside
Downtown Location
Clubhouse
Swimming Pool
Patio
Court Yards
Park Access

Unit Features
Walk-in Closets
Designer Kitchen Appliances
Granite countertops
Undermount sinks
Hardwood Floors in Foyer/Living/Dinning Areas
Plush Carpet bedrooms
Tiled bathrooms/Kitchens
Cable and High Speed Internet

EXHIBIT 16
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| PARKSIDE TOWNS DEVELOPMENT SOURCES AND USES |

SOURCES DEVELOPMENTCONSTRUCTION cITY
LOAN LOAN (12 UNITS)] CONTRIB
UNIT SALE PRICING SF Total SF Price/SF Unit Price
(1st Yr)
2Brm/ 2B 1,250 52,500 $ 112 | $ 140,000 42
3Brm/ 2.5B 1,400 58,800 $ 112 | $ 156,800 42
TOTAL Residential 111,300 84
Phase 1 Phase 2 Phase 3
Constru (3% increase) | (3% increase)
24 Units @ 30 Units @ 30 Units @
$ 148,400 | $ 152,852 [ $ 157,438 $ 12,870,287
SALE PROCEEDS $ 148,400 | $ 152,852 [ $ 157,438 $ 12,870,287
TOTAL DEVELOPMENT SOURCES $ 12,870,287 $ 810,367 | $ 1,327,638 [$ 207,529
DEVELOPMENT USES
LAND COSTS
ACQUISITION @ Tax Value plus 30% 207529 $ 207,529
SUBTOTAL $ 24711 $ 1.86 | ISF $ 207,529 $ 207,529 $ 207,529
SITE IMPROVEMT COSTS
UTILITIES $ 1,000 $ 84,000
POOL $ 357 $ 30,000
LANDSCAPE $ 893 $ 75,000
CONTINGENCY @ % OF CONSTR $ 135 6% $ 11,340
SUBTOTAL $ 2385 | % 1.80 | ISF $ 200,340 $ 200,340 | $ - $
UNIT CONSTRUCTION COST
RESIDENTIAL CONDO CONSTRUCTION @ /SF $ 86,125 | $ 65 | /SF $ 7,234,500
CLUB/COMMON AREA EQUIPMENT/FURNITURE $ 595 | $ 0.45 [ /SF $ 50,000
PERMITS AND FEES @ % CONSTR $ 867 | 1% $ 72,845
CONTENGENCY @ % CONSTR $ 4,379 | 5% $ 367,867
SUBTOTAL $ 91,967 | $ 69.41 | /SF $ 7725212 $ - $ 1,103,602
UNIT OTHER COSTS
DESIGN FEES @ % CONSTR $ 3,302 3.5% $ 277,394 $ 277,394
DEVELOPMENT ADMINISTRATION/ FEE $ 3,976 4.0% $ 333,946 $ 19,878
CONSTRUCTION LOAN FEE @ % Constr loan $ 202 1.0%| LOC | $ 1,700,000 | $ 17,000 $ 17,000
DEVELOPMENT LOAN FEE @ % Constr loan $ 96 1.0%| $ 8,104 $ 8,104
DEVELOPMENT LOAN INTEREST $ 1,737 6.0%| 6 Years $ 145,866 | $ 145,866 $ 48,622
CONSTRUCTION LOAN INTEREST $ 3,793 8.0%| 2Yrs/Phase $ 318,633 [ $ 318,633 $ 106,211
MARKETING @ % OF SALES $ 2,298 1.5% $ 193,054 $ 100,000 27,579
HO DUES INCLUDING INSUR FOR UNSOLD UNITS $ 120 $10 | /month/unit $ 10,080 $ 3,360
OTHER PROF,INSUR, ADMIN, TAXES @ % OF DEV COST $ 1,532 1% $ 128,703 $ 18,386
SUBTOTAL $ 17,057 12.87 | ISF $ 1,432,780 $ 402,498 | $ 224,036 | $ -
SALES COSTS
UNIT CLOSING COSTS @ % OF SALES $ 2,298 1.5% $ 193,054
SALES COMMISSIONS @ % OF SALES $ 7,661 5% $ 643,514
SALES CONSSESIONS $ 4,597 3% $ 386,109
SUBTOTAL $ 14,556 10.99 | /SF $ 1,222,677 $ - $
TOTAL DEVELOPMENT USES $ 128435 96.93 | /SF $ 10,788,539 $ 810,367 | $ 1,327,638 | $ 207,529
DEVELOPMENT NET SALES PROCEEDS $ 24,783 16% $ 2,081,748

EXHIBIT 17

The Sources of financing is based on an initial average Sale Price of $148,000 that is increased 1.5%
each year. It is assumed that the development will be sold out in 6 years at the rate of 12-15 units per
year. The project will need a Development Loan of $810,000 which covers acquisition, site
improvements, and preconstruction soft costs. In addition, the project will need a revolving
construction loan of $1.3M which will allow up to 12 units to be under construction at any point in

time. Generally, private banks will require the units using their financing to be sold prior to
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construction (Presold), which makes it difficult to finance the models required for the initial
marketing and sales process.

Another challenge in home financing in redevelopment areas is affordability. Generally, if public
money is used, there is a requirement for a certain number of the units to be affordable to low-
moderate income families (80% Area Median Income) which for a family of 4 in Fayetteville is
$39,440. For the purpose of budgeting, the Consultant assumes an affordability goal of $29,580
(60% AMI). Exhibit 18 indicates that a subsidy of $66,000 to $82,000 in the form of soft second
mortgages will be required to reach this affordability goal. If we further assume that $20,000 will be
available from the NC Housing Finance Agency’s Homeownership program, then there will be a
remaining gap of $46,000-$62,000.

| AFFORDABILITY ANALYSIS |

A B
PARKSIDE TOWNHOMES 2Brm/ 2B 3Brm/ 2.5B
TOTAL UNITS 42 42
TOTAL AFFORDABLE UNITS 12 12
Financial Assumptions
Area Median Income - FY 2008 (Family of 4) 49,300 49,300
Maximum Program Sale Price (if applicable) 140,000 156,800
Max. Payment - Housing (%) 30% 30%
Max. Payment - Housing/Other Debt (%) 40% 40%|
Monthly Escrows (Insurance & Taxes) 200 200
Avg. Monthly Payment - Other Debt 350 350
Minimum Downpayment from Purchaser 5% $7,000 $7,840
Maximum Closing Costs 2000 2000
Local Program Downpayment/Closing Cost Assistance 2000 2000
First Mortgage Interest Rate 6.50% 6.50%)|
Loan Term (years) 30 30

Per Unit Calculation of Maximum Supportable Debt and Resource Requirements by AMI

Average AMI within income bracket 60% 60%
Annual Income $29,580 $29,580
Monthly income $2,465 $2,465
Income available for monthly housing escrows and
other debt 40% $986 $986
Total monthly housing escrows and other debt $550 $550)
Net available for debt service $436 $436
Max. supportable first mortgage $68,980 $68,980
Average Program Purchase Price + Closing Costs $142,000 $158,800
Less Max. Supportable First Mortgage $68,980 $68,980
Less Purchaser Downpayment $7,000 $7,840
Less Max. NCHFA Assistance $20,000 $20,000]
CITY Funded Loan Required for Avg. Program
Purchase Price $46,020 $61,980|
TOTAL CITY CONTRIBUTION $1,296,002

EXHIBIT 18
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In order to make this project financially viable, the Consultant recommends that the required land be
assembled; purchased and cleared along with the necessary relocation and any required
environmental remediation; and sold to the developer with a Purchase Money Note. If the project is
completed by the developer within the time agreed upon, the note would be forgiven. This note will
reduce the Development Loan Requirement by $207,529. Secondly, it is recommended that the city
budget $1.3M for soft Second Mortgages of $46,000-$62,000 for 24 of the 84 units. These loans
would be at a 2% interest for 20 years with payments deferred for the first 5 years.

To assist in the construction financing, it is further recommended that this second mortgage amount
be contributed during construction as part of construction financing, and then converted to the
Second Mortgage upon closing with a qualified buyer. Finally, to assist in the initial marketing and
sales, it is recommended that approximately $200,000 of the budgeted Second Mortgage Fund be
used up front for financing 2 models. These same dollars would be repaid and recycled for the
Second mortgages for the last 4 of the 24 affordable units. Exhibit 19 presents a summary of these
recommendations. Over a total 25 years the city would invest $1.5M and receive in return $2.4M in
mortgage payments and property taxes. In addition the project would remove the existing blight,
create 84 (full time equivalent) construction jobs, and add 24 units of affordable housing to the city’s

inventory.
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PARKSIDE FINANCIAL SUMMARY

USE (leasable space 90%)
TOWNHOMES 84

TOTAL INVESTMENT $ 12,870,287

PRIVATE INVESTMENT

EQUITY (DEV ADMIN FEES) $ 333,946
PRIVATE DEBT (DEVELOPMENT & CONSTRUCTION LOC) $ 2,138,005
POTENTIAL RETURN ON INVESTMENT (15 Yrs)

POTENTIAL PROFIT 16%

CITY INVESTMENT YEAR 1 TOTAL (10 Years) TOTAL (25 Years)
CITY ACQUISITION LOAN $ 207,529 $ 207,529 $ 207,529
HOMEBUYER 2ND MORTGAGE SUBSIDY $ 216,000 $ 1,296,002 (6VYrs) $ 1,296,002

$ 423,530 $ 1,503,531 $ 1,503,531

RETURN
HOMEBUYER 2ND MORTGAGE PAYMENTS (PRINCIPAL ONLY) $ 1,296,002
ANNUAL PROPERTY TAX

TOTAL $ 24,753 1,041,091 2,879,332
CITY $ 9,438 396,963 1,097,875
TOTAL CITY RETURN $ 9,438 $ 396,963 $ 2,393,877
JOBS
CONSTRUCTION (Full-Time Equivalent) 84
AFFORDABLE HOUSING UNITS 24
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V. CATALYST SITE #3

SITE LOCATION

MURCHISON/JASPER

Exhibit 20 is a general location map of this site. It is at the
corner of Jasper Street and Murchison Road. It presently
contains Suburban Mart, a 12,600 SF neighborhood strip
center with a convenience store, beauty shop, and a florist;
Colvin Funeral Home; and two small commercial buildings,
one of which is a day care center and the other, an office

building. The strip center and commercial building are old

and obsolete. Notwithstanding that this area has a high concentration of poverty and drug related
crime, it is the gateway to the Holly Springs and Broadell developments which are middle-class

residential communities. The visual blight and crime perception of this site makes it the most

challenging for redevelopment. On the other hand, its strategic location along the corridor and near

Fayetteville State University and middle-class communities gives it redevelopment potential.
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DEVELOPMENT PLAN MARKET ANALYSIS AND RECOMMENDATIONS

Based on a market analysis and assessment of the site, the Development Plan recommended retail
redevelopment and expansion. The market analysis identifies a short-term retail demand for 24,000 —
34,000 SF and a long-term demand for an additional 90,000 — 117,000 SF; a short term residential
demand for 80 — 110 units and a long-term residential demand for an additional 110 -135 units; and a
short term office demand for 50,000 — 93,000 SF and a long term for an additional 82,000 — 150,000
SF. The Development Plan calls for continuation of the site’s neighborhood commercial role with
possible expansion with civic functions to service establishments needed by residents (banks,
grocery stores, financial services, drug stores, etc.). It also recognized that the area is in need of a

physical upgrade to help change its image.

PROPERTY/BUSINESS OWNER INTERVIEWS

Exhibit 21 is the inventory of all property, owners, and tax value of properties within the Catalyst
Site #3. Exhibit 22 provides an inventory of key property and business owners, and a summary of
their reactions to the recommendations of the Development Plan.

The Consultant met individually with representatives of the 3 property/business owners representing
all 3 of the major property and businesses affected by the plan. The results of the Development Plan
were presented. The Consultant discussed with each property/business owner the potential impact of
the plan on their property or business. All support the plan and look forward to cleaning up the blight
and redeveloping the community. Mr. Spurgen Watson, who manages the strip center and owner of
the Suburban Mart convenient store, stated that he does not plan to renew his lease when it expires in
late 2009. He plans to retire from the business and is not interested in participating in a potential
development. Mr. Watson is also the owner of SDDL Inc. which owns the large parcel to the south
of the strip center. He is interested in selling the SDDL property. Mr. Colvin, who owns the funeral
home and property, welcomes a new development next door. He is interested in purchasing that
portion of the SDDL parcel which is directly behind and to the south of his complex. He is assuming

that it will not be used for any new shopping center.
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CATALYST # 3 PROPERTY INVENTORY

PARCEL SITE ADDRESS VALUE OWNER(S) ADDRESS YR BUIL SIZE ACRE
Total Tax (Building) (Land) (Lot)
0428-85-6724- 1212 MURCHISON  RD $ 366,600 $ 51,896 $ 302,229 BUTLER, WILLIE MAE PO BOX 1723 ETT NC 28302 1963 159 X200 0.73
FAY
0428-95-0530- 2008 MURCHISON  RD $ 548537 $343,462 $ 186,237 SLLDINC PO BOX 1215 ETT NC 28302 1938 00 6.9
FAY
0428-85-9338- 2010 MURCHISON  RD $ 455346 $ 69,696 $ 384,034 ASCO ENTERPRISES L 2010 MURCHISON RD ETT NC 28301 1971 150 X290.5 1
CATALYST # 3 CONTACT SHEET
MAP  PARCEL SITE ADDRESS VALUE OWNER(S) CONTACT RESULTS
# Total Tax
0428-85-6724- 1212 MURCHISON ROAD  $366,600 BUTLER, WILLIE MAE Met with Spurgen Watson 11/13/2008. He is the owner of the convenient store in Suburban Mart
1 SUBURBAN MART PO BOX 1723 Sprugen is not planning to renew his lease when it expires in about a year. He plans
FAYETTEVILLE NC 28302 to retire from the business and not interested in participating in a potential development.
Plan to met with Mrs. Butler the property owner.
Contact: Spurgen Watson 910 488-9740/ Wife's cell 910 797-7178
0428-95-0530- 2008 MURCHISON ROAD  $548,537 SLLDINC Spurgen Watson is also the owner of SDDL Inc. which owns the large parcel next door
2 VACANT/OFFICE BLDG PO BOX 1215 (south). This parcel along with Mrs. Butler's Suburban Mart property is required
FAYETTEVILLE NC 28302 for the shopping center development. Sprugen is interested in selling the SDDL property.
Contact: Spurgen Watson 910 488-9740/ Wife's cell 910 797-7178
0428-85-9338- 2010 MURCHISON ROAD $ 455,346 ASCO ENTERPRISES LLC Met with Mitch Colvin 11/13/2008, the owner of ASCO Enterprises LLC.
FUNERAL HOME 2010 MURCHISON RD Mitch welcomes a new development next door to his funeral home. He would like to
3 FAYETTEVILLE NC 28301 purchase that portion of the SDDL parcel which is behind and to the south of his complex.
Contact: 910 987-0590

Prepared by Marshall Isler, Consultant
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DEVELOPMENT CONCEPTS RECOMMENDATIONS
Based on the recommendations in the Development Plan, the interviews with property and local
business owners, and the professional opinions of the architect and the consultant, the development

concept presented in Exhibit 4 is recommended.

MURCHISON ROAD / JASPER STREET DEVELOPMENT
FAYETTEVILLE, NORTH CAROLINA

EXHIBIT 4

The concept contains a mixed-use complex which will be referred to as Jasper Plaza. It has 14,040
SF of retail space, 7,884 SF of office space, and a 10,080 SF day care center. All are supported with
200 parking spaces. The site also contains University Townhomes, a 30 unit affordable housing
development. This concept responds to the market and recommendations contained in the
Development Plan. It also provides a potential home for relocating established businesses such as the

florist, beauty shop, and daycare center.
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FINANCIAL FEASIBILITY

ACQUISITION
Exhibit 24 provides the inventory and tax values for the 2 parcels on the site. The total tax value of

the site is $915,137 and when escalated by 30% results in an estimated acquisition cost of
$1,189,678. To this the Consultant has added $100,000 for demolition and relocation. These
properties will be reconstituted into 3 parcels which will contain the mixed use complex (Jasper
Plaza), University Townhomes, and a residual piece that may be sold. The total estimated sale price
for the 3 new parcels is $635,006. This is based on the tax value of the land plus 30%. The
difference between the city’s acquisition price and the sale price to the developer will be treated as

“Acquisition Writedown”. The estimated Acquisition Writedown for this site is $554,672.

CATALYST # 3 PROPERTY INVENTORY

PARCEL SITE ADDRESS VALUE YR BUIL SIZE ACRE
Total Tax (Building) (Land) (Lot)
0428-85-6724- 1212 MURCHISON ROAD $ 366,600 $ 51,896 $ 302,229 1963 159 200 0.73
0428-95-0530- 2008 MURCHISON ROAD $ 548,537 $ 343,462 _$ 186,237 1938 0 0__ 6.9
$ 915,137 $ 488,466 7.63
EXHIBIT 24

JASPER PLAZA

Jasper Plaza is the 32,000 SF mixed-use center included in the development concept presented in

Exhibit 4. The complex includes retail and office space, and a day-care center. The Consultant
recommends that the required land be assembled, purchased and made ready to be sold to a
developer. This includes clearing, relocation as required, and any necessary environmental
remediation. The Development Budget and recommended sources of financing presented in Exhibit
25, pertain to the project after the city has control and cleared the site. The budget (Uses) assumes an
acquisition cost based on 130% of the tax value which includes commissions if paid; construction
costs based on recent comparables; and typical soft costs for a project of this size. The Sources of
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financing the required $4.7M includes a $3.3M First Mortgage. This is the maximum amount that
can be supported by the Cash Flow necessary a 1.5 Debt Coverage as indicated in Exhibit 26.
Likewise $300,000 is the maximum private Equity the Cash Flow can support while providing a 15
year Return on Investment of over 25% as indicated in Exhibit 27. This underwriting criteria and
returns are considered reasonable for the risks associated with a project located in such an unproven
redevelopment area. It is recommended that the remaining “Gap Financing” be provided by the city
in the form of a $620,000 Second Mortgage, and an Acquisition Loan (Purchase Money Note) of
about $514,000. Both notes would be at a 2% interest for 20 years with payments deferred for the

first 5 years.
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JASPER PLAZA
SOURCES & USES
|
SOURCES
Amount % of Total Rate Term  Amortz Debt Serv  Debt Coverage
First Mortgage $ 3,300,000 69.74% 6.75% 20 20 $ 305,470 1.16
*City Second Mortgage $ 620,000 13.10% 2.00% 20 20 $ 37,917 1.16
*City Acquisition Loan $ 513,952 10.86% 2.00% 20 20 $ 31,432
Other $ 1 0.00%
Equity Investment $ 298,055 6.30%
GRAND TOTAL $ 4,732,008 100%
*Deffered for 5 Yrs
USES
Acquisition
Land purchase (Tax Value plus 30%) $ 513,952
Sales Commissions $ .
SUBTOTAL $ 513,952
Site Development (including Pkg) @%$14.50 /SY $ 464,058
Building Construction 32,004 SF $ 2,816,352
@ $88 /SF
Construction Contingency $ 413,927
Design/Legal Consultants
DESIGN CONSULTANTS @6% $ 168,981
TITLE, LEGAL & RECORDING $ 15,000
SUBTOTAL $ 183,981
Planning and Administration
SURVEY $ 1,000
CONSULTANTS $ 8,000
APPRAISAL $ 3,000
ENVIRONMENTAL REPORT $ 3,000
PERM MORTG ORIGINATION FEE (1 Point) 6,470
DEVELOPER FEE 8% $ 318,267
SUBTOTAL $ 339,737
GRAND TOTAL $ 4,732,008
EXHIBIT 25
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JASPER PLAZA CASH FLOW
|
SF RENT TOTAL LEASABLE SF YR1
TOTAL GROSS INCOME
BASE RENT (Trend @ 3%)
DAYCARE $ 12.00 ISF 10,080 $ 120,960
OFFICES $ 15.00 /SF 7,884 $ 118,260
RETAIL SHOPS (12@1,200 SF) $14.00 /SF 14,040 $ 196,560
32,004 $ 435,780
REIMBURABLES

INSURANCE $0.60 ISF $ 19,202
PROPERTY TAXES $1.83 ISF $ 58,631
COMMON AREA MAINTENANCE $0.75 ISF $ 24,003
$ 101,836
TOTAL $ 537,616
VACANCY (15%, 10%, 5%) $ 80,642
EFFECTIVE GROSS INCOME $ 456,974

OPERATING EXPENSES (Trend @ 4%)
INSURANCE $0.60 /SF $ 19,202
PROPERTY TAXES $1.83 /SF $ 58,631
COMMON AREA MAINTENANCE (CAM) $0.75 /SF $ 24,003
TOTAL $ 101,836
NET OPERATING INCOME $ 355,138
DEBT SERVICE 1ST MORT (Bank) $3,300,000 6.75% 20 yrs  $ 305,470
CITY LOAN PAYMENTS $1,133,952 2.0% 20 yrs deferred for 5Yrs
TOTAL DEBT SERVICE $4,433,952 $ 305,470
CASH FLOW $ 49,667
DEBT COVERAGE 1ST MORT 1.16
DEBT COVERAGE 1st & 2nd 1.16
PROPERTY MANAGEMENT 10% BASE RENT $ 37,041
NET CASH FLOW $ 12,626

EXHIBIT 26
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RETURN ON INVESTMENT

JASPER PLAZA RETURN ON INVESTMENT

YR1 YR15
TAXABLE INCOME
CASH FLOW $ 12626 $ 179,942
AMORTIZATION (1st MORT $ 3,300,000 $82,720 $206,425
(PRINCIP. 2ND MORT $ 1,133,952 $0 $55,775
DEPRECIATION (BUILDINGS $ 3,280,410 39 YRS ($84,113) ($84,113)
OTHER $ 339,737 5YRS ($67,947)
TOTAL TAXABLE EARNINGS $ (56,714) $ 358,029
TOTAL RETURN(AFTER TAX)
CASH FLOW $12,626 $179,942
TAX LIABILITY/BENEFITS @ 36% RATE $20,417 ($128,890)
SALE PROCEEI (NET) $ 2,704,010
NET CASH FLOW AFTEF $  (298,055) $33,043 $2,755,062
INTERNAL RATE OF RETURN
INVESTMT $ 298,055
TOTAL RETURN $ 3,308,032
IRR 24%
EXHIBIT 27
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JASPER PLAZA INVESTMENT AND RETURN

...
USE (leasable space 90%)

RETAIL (GROCERY)

RETAIL (OTHER) 14,040 SF

OFFICE 7,884 SF

DAYCARE 10,080 SF

PARKING 200 SPACES
TOTAL INVESTMENT $ 4,732,008

PRIVATE INVESTMENT

EQUITY $ 298,055
PRIVATE DEBT $ 3,300,000
POTENTIAL RETURN ON INVESTMENT (15 Yrs) 24%
CITY INVESTMENT YEAR 1 TOTAL (10 Years) TOTAL (25 Years
CITY ACQUISITION LOAN $ 513,952 $ 513,952 $ 513,952
CITY SECOND MORTGAGE $ 620,000 $ 620,000 $ 620,000
*RELOCATEE'S RENT SUBSIDY ( FOR 20,000 SF) $ 80,000 $ 600,000 $ 600,000
Total City Contribution $ 1,213,952 $ 1,733,952 $ 1,733,952
RETURN
CITY LOAN PAYMENT (plus interest) $ 346,744 $ 1,386,976
ANNUAL PROPERTY TAX
TOTAL $ 58,631 586,310 1,465,774
CITY $ 22,356 223,557 558,892
Total City Return $ 22,356 570,301 1,945,868
JOBS
PERMENANT 1 Retail/250SF 0
CONSTRUCTION (Full-Time Equivalent) 41
*$4/SF 1-5 YRS, $2/SF 6-10YRS
EXHIBIT 28
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Exhibit 28 summarizes the private and city investments and returns. Please note that in addition to
the two loans discussed above, it is recommended that the city provide a rent subsidy for relocating
businesses. Because of the existing depressed real estate values and limited market, the existing
businesses are paying depressed rents and can not afford the new rents required to support the new
development. Secondly, their relocation is not necessarily for their benefit but that of the city’s.
Therefore some form of rent subsidy is justified to help these relocating businesses phase into the
new market rents. The Consultant recommends a subsidy rate of $4/SF for the first 5 years and
$2/SF for the second 5 years. This would average $3/SF over a 10 year phase in period. For this
project $620,000 has been budgeted for this subsidy which will support 20,000 SF of space. This
should be sufficient to cover the existing businesses that will be affected by the redevelopment. It is
also assumed that the Downtown Loan Program and Business Assistance Loan Program will be

available for the individual tenants.

Based on the total 25 year city investment of $1,733,952 in the form of a Second Mortgage,
Purchase Money Note, and rent subsidy; the city should realize in return $1,945,868 in the form of
loan payments and property taxes. In addition, the existing blight will be removed, and 128

permanent and 46 construction jobs will be created.
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UNIVERSITY TOWNHOMES

University Townhomes is the 30 unit residential complex included in the development concept

presented in Exhibit 4. Exhibit 29 provides a further description, amenities, and features of the units.
The development budget and recommended sources of financing is presented in Exhibit 30. The
budget (Uses) assumes an acquisition cost based on 130% of the tax value which includes
commissions if paid; construction costs based on recent comparables; and typical soft costs for a
project of this size. The budget also provides for a 15% profit for the developer in addition to 4% for

development administration, and 5% construction contingency.

Residential Condo's 30 Units
b |

2 Story TOWNHOMES, 30 Units
Attached units with garage
15 2Brm/ 2 Bath 1,200 SF
15 3Brm/ 2.5 Bath 1,350 SF

Unit Features
Walk-in Closets
Designer Kitchen Appliances
Hardwood Floors in Foyer/Living/Dinning Areas
Plush Carpet bedrooms
Tiled bathrooms/Kitchens
Cable and High Speed Internet

EXHIBIT 29

The Sources of financing is based on an initial average Sale Price of $135,150 that is increased 3%
each year. It is assumed that the development will sellout in 3 years at the rate of 10 units per year.
The project will need a Development Loan of $265,125 which will cover site improvements, and
preconstruction soft costs. In addition, the project will need a revolving construction loan of

$960,645 which will allow up to 10 units to be under construction at any point in time. Generally,
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to be sold prior to construction (Presold),
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Another challenge in home financing in redevelopment areas is affordability. Generally, if public
money is used, there is a requirement for a certain number of the units to be affordable to low-
moderate income families (80% Area Median Income) which for a family of 4 in Fayetteville is
$39,440. For the purpose of budgeting, the Consultant assumes an affordability goal of $24,650
(50% AMI). Exhibit 31 indicates that a subsidy of $61,000 to $76,000 in the form of soft second
mortgages will be required to reach this affordability goal. If we further assume that $20,000 will be
available from the NC Housing Finance Agency’s Homeownership program, then there will be a
remaining gap of $41,000-$56,000.

AFFORDABILITY ANALYSIS
I A B
UNIVERSITY TOWNHOMES 2Brm/ 2B 3Brm/ 2.5B
TOTAL UNITS 15 15
AFFORDABILITY GOAL (@60%AMI) 10 10
Financial Assumptions
Area Median Income - FY 2008 (Family of 4) 49,300 49,300
Maximum Program Sale Price (if applicable) 127,200 143,100
Max. Payment - Housing (%) 30% 30%
Max. Payment - Housing/Other Debt (%) 40% 40%
Monthly Escrows (Insurance & Taxes) 150 150
Avg. Monthly Payment - Other Debt 300 300
Minimum Downpayment from Purchaser 5% $6,360 $7,155
Maximum Closing Costs 2000 2000
Local Program Downpayment/Closing Cost Assistance 2000 2000
First Mortgage Interest Rate 6.00% 6.00%
Loan Term (years) 30 30
Per Unit Calculation of Maximum Supportable Debt and Resource Requirements by AMI
Average AMI within income bracket 50% 50%
Annual Income $24,650 $24,650
Monthly income $2,054 $2,054
Income available for monthly housing escrows and other
debt 40% $822 $822
Total monthly housing escrows and other debt $450 $450
Net available for debt service $372 $372
Max. supportable first mortgage $61,991 $61,991
Average Program Purchase Price + Closing Costs $129,200 $145,100
Less Max. Supportable First Mortgage $61,991 $61,991
Less Purchaser Downpayment $6,360 $7,155
Less Max. NCHFA Assistance $20,000 $20,000
CITY Funded Loan Required for Avg. Program Purchase
Price $40,849 $55,954
TOTAL FOR AFFORTABILITY GOAL $408,491 $559,541
GRAND TOTAL $968,032
EXHIBIT 31
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In order to make this project financially viable, the Consultant recommends that the required land be
assembled; purchased and cleared along with the necessary relocation and any required
environmental remediation; and sold to the developer for $80,700 with the city taking back a
Purchase Money Note. If the project is completed within the time specified in the development
agreement, the note would be forgiven. Secondly, it is recommended that the city budget $968,000
for soft Second Mortgages of $41,000-$56,000 for 20 of the 30 units. These loans would be at a 2%

interest for 20 years with payments deferred for the first 5 years.

To assist in the construction financing, it is further recommended that this second mortgage amount
be contributed during construction as part of construction financing, and then converted to the
Second Mortgage upon closing with a qualified buyer. Finally, to assist in the initial marketing and
sales, it is recommended that about $200,000 of the budgeted Second Mortgage Fund be used to
finance 2 models. These same dollars would be repaid and recycled for the Second mortgages for the
last 4 of the 24 affordable units.

Exhibit 32 presents a summary of these recommendations. Over a total 25 years the city would
invest $1.05M and receive in return $1.37M in mortgage payments and property taxes. In addition
the project would remove the existing blight, create 31 (full time equivalent) construction jobs, and

add 20 units of affordable housing to the city’s inventory.
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UNIVERSITY TOWNHOMES INVESTMENT AND RETURN
- ___________________________________

USE (leasable space 90%)
TOWNHOMES 30

TOTAL INVESTMENT $ 4,177,351

PRIVATE INVESTMENT

EQUITY (DEV ADMIN FEES) $ 133,993
PRIVATE DEBT (DEVELOPMENT & CONSTRUCTION LOC) $ 1,225,770
POTENTIAL RETURN ON INVESTMENT (15 Yrs)
POTENTIAL PROFIT 15%

CITY INVESTMENT YEAR 1 TOTAL (10 Years) TOTAL (25 Years)
CITY ACQUISITION GRANT $ 80,703  $ 80,703 $ 80,703
HOMEBUYER 2ND MORTGAGE SUBSIDY $ 322677 $ 968,032 (3'$ 968,032

$ 403,380 $ 1,048,735 $ 1,048,735

RETURN
HOMEBUYER 2ND MORTGAGE PAYMENTS (PRINCIPAL ONLY) $ 968,032

ANNUAL PROPERTY TAX

TOTAL $ 9,393 463,377 1,061,275
CITY $ 8,596 176,683 404,659
TOTAL CITY RETURN $ 8,596 $ 176,683 $ 1,372,691
JOBS
CONSTRUCTION (Full-Time Equivalent) 31
AFFORDABLE HOUSING UNITS 20

EXHIBIT 32
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VI. CATALYST SITE #6
MURCHISON/PAMALEE

SITE LOCATION

This site is at the intersection of Pamalee Drive/Country Club Drive and Murchison and is a major
retail activity center (see Exhibit 33). Pamalee Drive to the west and Country Club Drive to the east
constitutes a major east west corridor carrying over 40,000 vehicles per day. From the north,
Murchison Road presently carries 20,000 vehicles per day. After the completion of the Outer Loop
(1-95)/Murchison Road interchange the Murchison Road traffic is projected to increase to 33,500
vehicles per day. The recently completed city traffic study (Murchison Road Corridor Study Phase
I1) recommended new connector roads around this intersection to relieve this additional traffic.
These new roads as shown in Exhibit 34 and the additional traffic count will provide new

commercial development opportunities.
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EXHIBIT 34
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DEVELOPMENT PLAN MARKET ANALYSIS AND RECOMMENDATIONS

Based on a market analysis and assessment of the site, the Development Plan recommended
neighborhood commercial, mixed-use, and medium residential development. The market analysis
identifies a short-term retail demand for 24,000 — 34,000 SF and a long-term demand for an
additional 90,000 — 117,000 SF; and a short term office demand for 50,000 — 93,000 SF and a long
term for an additional 82,000 — 150,000 SF. The Development Plan which was completed before the
traffic study and the proposed change in traffic patterns. It focused on the renovation and
reutilization of an existing shopping center (Pamalee Plaza) to serve as the primary retail, service
and Commercial center for residents of the north and central segments of the Murchison Road
Corridor. It recommended marketing the former Winn-Dixie retail space to local grocery chain

(Food Lion, Harris Teeter, etc.).

PROPERTY/BUSINESS OWNER INTERVIEWS
Exhibit 35 is the inventory of all property, owners, and value of property within the Catalyst Site #6.

Exhibit 36 provides an inventory of key property and business owners and a summary of their
reactions to the Development Plan recommendations. Exhibit 37 is a map locating the businesses

and property owners interviewed.

The Consultant met individually with 19 property owners representing 28 of the 33 major properties
and businesses affected by the plan. The results of the Development Plan were presented. The
Consultant discussed with each property owner the potential impact of the Development Plan, the
projected increased traffic, and the proposed roadway changes. In general, all support the plan and
its economic development opportunities. Four businesses had concerns about the location of the
connector roads. Weathers Moving and Storage and Adams Concrete Products believe the new roads
will preclude continuing their businesses in their present location. Butch Hardy who represented the
owners of Adams Concrete said the proposed connector road would go through their existing office
building and concrete block plant and it would cost $8-10M to replace. In addition, relocation would
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be difficult due to their unique retail/industrial market. While a significant portion of their business
is retail, they also need a block production operation and a rail spur to receive raw materials.
Carolina Clean Express Wash desires moving the road further to the rear of its property in order to
minimize impact on its operations. The owner of Pamalee Plaza is concerned about losing curb-cuts
entrances on to Murchison Road. The owner of Pamalee Plaza also indicated that the shopping
center was nearly leased-up with mostly none retail businesses, and were not seeking a grocery store

for the old Winn-Dixie space.

Kenneth Decker, who operates Decker Auto Services, owns 5.2 acres which wraps around the
southwest corner including McDonalds, and has frontage on both Murchison and Pamalee. He is
very much interested in partnering with a developer to build a shopping center. The corner parcel
which has on it a “Build to suit” sign is owned by Granite Development Company, a Mount Airy
developer. The Consultant met with Craig Hunter who represents Granite, one of the state's largest

shopping developers. He indicated that they would be interested in developing the site.
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CATALYST SITE 6
MAJOR OWNERS
CONTACTED
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DEVELOPMENT CONCEPTS RECOMMENDATIONS

Based on the recommendations of the Development Plan, the development opportunities resulting
from the new connector roads, and the above discussions with the property owners, the consultant
recommends the concept presented in Exhibit 5. It contains in the southwestern quadrant of the site,
a new 86,600 SF shopping center which is referred to as New Pamalee Shopping Center. A
developer already owns the corner parcel and a potential willing partner owns the surrounding
property except for the recently renovated McDonalds, which would fit as an outparcel. In the
southeastern quadrant of the site, the potential relocation of Adams Concrete Products due to the
connector road would make available 6.1 acres. The concept shows this containing 37,500 SF of
office space. Likewise if the connector in the northeast quadrant eliminates Weathers Movers and
Storage, 4.6 acres less roadway could contain 21,600 SF of retail space or an equivalent apartment

development.

MURCHISON RD. / COUNTRY CLUB / PAMALEE DRIVE DEVELOPMENT F &
FAYETTEVILLE, NORTH CAROLINA

EXHIBIT 5
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FINANCIAL FEASIBILITY

New Pamalee Shopping Center is the 86,300 SF shopping center included in the development
concept presented in Exhibit 5. The development budget and recommended sources of financing is
presented in Exhibit 38. The budget (Uses) assumes an acquisition cost based on 130% of the tax
value which includes commissions if paid; construction costs based on recent comparables; and
typical soft costs for a project of this size. The Sources of financing the required $11.3M includes a
$9M First Mortgage. This along with a private Second Mortgage of $1.7M appears to be supported
by the Cash Flow indicated in Exhibit 39. The First Mortgage Debt Coverage is 1.31 and the
combined First and Second Mortgages Debt Coverage is 1.14. Likewise the remaining required
equity of $600,000 generates a Return on Investment of 23% over a 15 year period as indicated in
Exhibit 40. This underwriting criteria and returns are considered reasonable for the risks associated
with a project in this area. This shopping center will only be possible if the connector roads are built
which assumes the projected traffic counts. This will make this intersections one of the most
desirable in the city, and therefore should demand rents sufficient to make the shopping center self

sustaining with no city support. Therefore no city financing support is recommended.

The Consultant believes the other proposed developments on the connector roads should also be self-
sufficient and require no city financing. It is assumed that any business relocation resulting from the

new connector roads will be covered by NCDOT as part of their acquisition funding.
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NEW PAMALEE SHOPPING CENTER
SOURCES & USES

SOURCES
Amount % of Total Rate  Term Amortz Debt Serv  Debt Coverage
First Mortgage $ 9,000,000 79.69% 6.75% 20 20 $ 833,100 131
Second Mortgage $ 1,693,060 14.99% 4.00% 20 20 $ 124578 1.14
Local Government Loan (CITY) $ - 0.00% 2.00% 30 30 $ -
Non-Repayable Grants 0.00%
Other $ (0) 0.00%
Equity Investment $ 600,000 5.31%
GRAND TOTAL $ 11,293,060 100% $ 957,679
USES
Acquisition
Land purchase (Tax Value plus 30%) $ 1,189,678
Sales Commissions $ 17,453
SUBTOTAL $ 1,207,131
Relocation $ 30,000
Demolition $ 35,000
Site Development @$14.50 /SY $ 1,251,350
Building Construction 86,300 SF $ 7,594,400
@ $80 /SF
Design/Legal Consultants
DESIGN CONSULTANTS @4% $ 303,776
TITLE, LEGAL & RECORDING $ 15,000
SUBTOTAL $ 318,776
Planning and Administration
SURVEY $ 1,000
CONSULTANTS $ 8,000
APPRAISAL $ 3,000
ENVIRONMENTAL REPORT $ 3,000
PERM MORTG ORIGINATION FEE (1 Point) 6,470
DEVELOPER FEE 8% $ 834,933
SUBTOTAL $ 856,403
GRAND TOTAL $ 11,293,060
EXHIBIT 38
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NEW PAMALEE SHOPPING CENTER

SF RENT TOTAL LEASABLE SF YR1
TOTAL GROSS INCOME (Trend @ 3%) (Tenant pays utilities)
BASE RENT
GROCERY STORE $ 12.00 /SF 16,200 $ 194,400
DURG STORE $ 12.00 /SF 16,200 $ 194,400
RETAIL SHOPS (19@2400 SF) $17.00 ISF 45,270 $ 769,590
77,670 $ 1,158,390
REIMBURSABLES
INSURANCE $0.60 $ 46,602
PROPERTY TAXES $1.81 $ 140,194
COMMON AREA MAINTENANCE (CA $0.75 $ 58,253
TOTAL $3.16 $ 245,049
TOTAL $ 1,403,439
VACANCY (5%) $ 70,172
EFFECTIVE GROSS INCOME $ 1,333,267
OPERATING EXPENSES (Trend @ 4%)
INSURANCE $0.60 ISF $ 46,602
PROPERTY TAXES $1.81 ISF $ 140,194
COMMON AREA MAINTENANCE (CAM) $0.75 /SF $ 58,253
TOTAL $ 245,049
NET OPERATING INCOME $ 1,088,218
DEBT SERVICE 1ST MORT (Bank) $ 9,000,000 6.75% 20 yrs  $ 833,100
DEBT SERVICE 2ND MORT $ 1,693,060 4.0% 20 yrs  $ 124,578
Local Government Loan (CITY) $ - 2.0% 30 yrs $ -
TOTAL DEBT SERVICE $ 10,693,060 $ 957,679
CASH FLOW $ 130,539
DEBT COVERAGE 1ST MORT 1.31
DEBT COVERAGE 1st & 2nd 1.14
PROPERTY MANAGEMENT 10% BASE RENT $ 110,047
NET CASH FLOW $ 20,492
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NEW PAMALEE SHOPPING CENTER
|
RETURN ON INVESTMENT
YR1 YR15
TAXABLE INCOME
CASH FLOW $ 20492 $ 519,208
AMORTIZATION (+) 1st MORT $ 9,000,000 $225,600 $562,976
(PRINCIPAL) 2ND MORT $ - $90,717 $119,699
DEPRECIATION (-) BUILDINGS $ 8,845,750 39 YRS ($226,814) ($226,814)
OTHER $ 856,403 5YRS ($171,281)
TOTAL TAXABLE EARNINGS $ (61,285) $ 975,070
TOTAL RETURN(AFTER TAX)
CASH FLOW $20,492 $519,208
TAX LIABILITY/BENEFITS @ 36% RATE $22,063 ($351,025)
SALE PROCEEDS (NET) $ 6,602,679
NET CASH FLOW AFTER TAX $ (600,000) $42,555 $6,770,862
INTERNAL RATE OF RETURN
INVESTMT $ 600,000
TOTAL RETURN $ 8,007,581
IRR 23%

EXHIBIT 40
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VII. IMPLEMENTATION STRATEGY

Exhibit 6 provides Financing Summary for all recommended projects. The total value of the projects
is about $54.7M requiring a private investment of $5.5M in equity and $42M in debt. In order to
make these projects financially feasible the Consultant recommends city participation in the form of
land Purchase Money Notes totaling $243,960, land acquisition writedowns and grants of $1.3M,
and demolition and clearing contribution of $180,000. In addition, it is proposed that the city make
subordinated development loans in the amount of $1.32M for gap financing for the two shopping
centers in Catalyst Sites #1 and #3. Also on these two sites, the Consultant recommends rent
subsidies in the amount of $1.35M for the relocating businesses in order to ease the transition from
existing depressed rents to the market rate rents required to support the new developments. Likewise,
the Consultant recommends second mortgages for the homebuyers in the total amount of $2.26M to

make some of the units affordable to low and moderate income families.

The total estimated city investment is $8.5M over a 14 year period with about $5M required during
the first 5 years. In return over a 25 year period, the city will receive $5.9M in loan payments, and
$6M in property taxes for a total of nearly $12M. This plan will also create 646 permanent and 388
full time equivalent construction jobs, and add 44 affordable housing units to the local housing
inventory. It will remove blight and spur the economic redevelopment of the Murchison Road

Corridor.

Exhibit 41 provides the recommended development and financing schedule. Of the 3 sites addressed
in this study, Catalyst Site #6 is most ready for development. Only two parcels are involved and
owners and prepared to sell. The owner of the major business is planning to retire this year and is
ready to vacate. There are no known development issues associated with the site. The Consultant
also believes this site will make the greatest visual and economic impact on the surrounding
community, and on the overall image of the Murchison Road Corridor. The schedule calls for the
city to immediately acquire the property, relocate existing tenants, demolish and clear the site, and
recruit of a developer. This would require an allocation of about $1.8M over the next 2 Years which
68
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would cover acquisition, relocation, site clearing, and developer incentives. Also as part of the
developer agreement and tenant relocation, the city would commit to a 10 year tenant relocation
subsidy of $600,000.

The acquisition and clearing will give the city ownership for the entire site even though Jasper Plaza
will need only a portion as shown in Exhibit 4. The Consultant recommends that the rear portion of
the remaining land be reserves for the University Townhomes project and the remainder be sold. The
owner of the adjacent funeral home has expressed interest. In year 5, the schedule calls for starting
the University Townhomes project. This will require the city to commit to about $1M over a 3-year
period for homebuyer’s second mortgages.

With respect to Catalyst Site #1, all of the final parcels required to be acquired can not be
determined until NCDOT completes preliminary design and identifies their required right-of-ways. It
is assumed this will take at least another year. Therefore assembly, acquisition, relocation, and
clearing the site is scheduled to start in year 2, which will require the city to allocate $2.3M during
years 2 thru 4. The Developer for Rowan Plaza will be recruited and acquired in year 3 with
development being completed in year 4. This will require $700,000 for developer incentive, and a
city commitment to a 10 year tenant relocation subsidy of $750,000.

The acquisition and clearing will give the city ownership for the entire site even though Rowan Plaza
will only need the southeast portion as shown in Exhibit 3. The remaining land on the west side of
Murchison Road will be available for the greenway and the northeast portion of the site reserved for
the Parkside Townhomes as shown in the site plan. In year 8 the schedule calls for starting the
Parkside Townhomes project. This will require the city to commit to about $1.3M over a 6-year

period for homebuyer’s second mortgages.

The budget for acquisition and clearing for the hotel site is included above. Since the only
recommended subsidy proposed for this project is a grant for the land value, no additional city
participation is recommended. The hotel development is estimated to start in year 7, after Rowan

Plaza, the greenway across the street, and Veteran’s Park have been established. Similarly, New
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Pamalee Plaza and the other proposed developments in Catalyst Site #6 will require no city
participation. However, the schedule for these projects will depend of the completion of the
connector roads. For the purpose of completing this overall schedule, the Consultant has estimated

this to happen in year 10.

This schedule has spread out the projects and city capital investments over a 4 year period in
recognition of the readiness of the sites, acquisition and relocation issues, and uncertainty associated
with the NCDOT roadway projects. The acquisition and development time for each project is
considered reasonable for the size of the effort; however the start time could be adjusted if
necessary. It should also be noted that while the budget is believed to be conservative, it should not
be reduced unless and until much of the acquisition, relocation, environment and design uncertainty

is reduced.
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